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DB-DC Beginning Dance
Basic Plan Design
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Notes
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v Defined Benefit Plans
= Traditional Defined Benefit Plans
= Cash Balance Plans
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v Cash Balance Plans
= 2000: 4%
= 2005: 10%

Source: Employee Benefit Research Institute, 2005
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|/ Defined Contribution Plans -

= Contribution limit: $46,000/$51,000

v Defined Benefit Plans
= Promise to pay specified monthly income
= Contributions mandatory
= No contribution limit
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v Confusing
v Difficult to understand and appreciate

Account balances are not confusing
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« Also called Hybrid Plans
DB Plan that looks like a DC Plan
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ntroduced
BankAmerica Cash Balance

ension

- — : Protection
Act
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Cash Balance Plan $50,000 - $250,000

Traditional defined benefit plans
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Notes

and appreciate
= Negative pri
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A and
- - court cases
cleared-up
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Taxes, ta;es, taxes Accelerate
Savings
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401(k), Profit Sharing & Cash Balance Plans
401(k) with Tax
Age 401(k)only  Profit Sharing Cash Balance TOTAL

55-59 $20,500 $51,000 $154,000 $205,000 $82,000

45-49 $15,500 $46,000 $90,000 $136,000 $54,400

35-39 $15,500 $46,000 $53,000 $99,000
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KRAVITZ

“Reduce Your Taves, Increase Your Savings”™

Notes

Profit
401(k) Sharing

TOTAL
CONTRIBUTION

Shareholder 1

$20,500, $30,500;
Shareholder 2 504 20,500, 30.500; $0to
Shareholder 3 404 15,500;
Shareholder 4 30, 15.500;

$ 175,000,
110.000;

Employees 5.7% of pay

e |

Add
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Con;rlbutlon Earnings
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v 30 Year Treasury Bon

Profit Cash TOTAL
Age 401(k) Sharing Balance CONTRIBUTION

Partners
Partner | 52, $20,500 $ 12,000 129,000 $ 161,500
Partner 2 49 15,500 12,000 105,000} 132,500
Partner 3 48 15,5001 12,0001 100,000} 127,500
Partner 4 42 0 12,000 73,000 85,0001
Partner 5 40 15,500, 12,000 65,000 92,500f
Partner 6 39 5,000 12,000 0 17,000

i Subtotal $72,000 $72,000) $ 472,000 $ 544,000
“Associate Attorney n/a 0 0 0

7% of pay $500 each
13 Employees na $ 32,661 $6,500] $39,161]
KRAVITZ
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401(k)

Profit
Sharing

Cash
Balance (average)

44 Partners
21 Partners 50+

23 Partners

Subtotal

$20,500}

15,500f

$ 29,500}

$ 120,000f

75,000}

“Reduce Your Taxes, Increase Your Savings™

58 Non-parmer Doctors _ Separate (k) plaf 0 0
- 7.5% of pay
124 Employees wla $511,500 $ 124,000
Total
Percent to Partners
KRAVITZ

86%

23

Notes

Partner 3

Partner 4 42

Partner 5 40

Partner 6 39

Associate Attorney
krAVITZ 13 Employees

“Reduce Your Taxes, Increase Your Savings™

Age 401(k)
Owners
Gary 521 $20,5001 29,5001 595,000 $145,000
Michelle 471 15,500 29,500 73,000 118,000
Mark 201 of excluded of of
Brittany 18 0; excluded; 0; 0

-4Managm Separate (k) plan excluded ol 0
120 Their discretion $50,000] $ 14,000 $ 64,000
Total $327,000
Percent to owners 80%
KkraviTz
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12/31/07  3/15/08
4/15/08
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KRAVITZ
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12/31/07  3/15/08
4/15/08

9/15/08
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Plan document
signed
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v Principals & Senior
>$250,000
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Notes
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Other Qualified
'!ﬁan
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hat amount change?

* Every 2-3 years
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v Enough executi

=

‘Less investment flexibility (pooled and 5%)
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CELEBRATING

30 YEARS
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